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SUBIRCT: Respoage o Criticiems of NIE 80/90-67

1. W¥e have conidored the criticisws mada of BIE 30/30-67,
"Neoncmie Trends and Irospects in latin Mmerics,” issued o
20 July 1967, and cur confidence in the soundness of thet EsSimate
is pot shaken. mwmvﬁthamef
study, smlysia, drafting snd comrdination -~ sven though we werc
adle to draw wpon exriier estimates -n the economies o7 individuaml
latin Mosrican counteies. The remulting product reflects the
views both of gooncmlcte and of other latin American specialists
of the imtelligence ciamamity.

2. A eriticias hat we thiok is wide of the ngrk 2z that
toe eoncluaiona = e KIE rest alaost entirely on & statiatics:
asalysis 57 grwth rates. In fach, they stem from a much broeder
seslysis of both ccoawmic and political deteminants; Section III,
Lor exmgpls, mRlysow the ares’s problens of developaent and
reaches & Whiolo series =f quelitetive Judgmemts. Ve fesl that
amcag the virtues of the paper is its comsidersficn of the none
sconmis factors whalck boar 5 Roayily of ecwnosic perfomance
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and progpecis. On such astiers thore akn of cowrse be differences
of Julgmont, but ve 414 reach wmmedwity on thewm. |

3« Ome coomend {5 et the HIE pligs down the ioprovemesis
iz econaic policiss snd the refoams in lnetitofi-os whick have
secently occwrred in several counteies, €.4.; Avgentine, Brasi),
hslae, and Colowbia. In fach, one ombire seciiom -f the satimate
ted o thiz tupic, and it diccusses ek of Shwse four
somtries Individuaily. The titie of this escilon la "Hopetul
detioma in Other Coumtrics,”

b. Again, an spgweent iz mode that, leaving out oil sxporss
fobton would cnuse the anawer 3o come oub GifParently), the rate
of growth of latin Asertoen meports would eompive favorshly with
et of oports fron other mnderdeveloped aress. 3ub the polnt
iz the MIE <« and one Waich thls ariicies sgress with -- is that
Latin Beerica's porticn of totial world saports bas decreased, and
thet thiz ip & dooline 4t ghpves with the other underdaveloped
aress. Mix iz of coursme one of the thorniest problema ror lefin
dowrion s for e olbars. Mo be sure, &8 the comsent puis it:
“the potantisl for non-traditiosal exports . . . mey bo far
greatar than sue had daxed bhope for . . ¥ We do nob satinste,
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T+  In the follawving sanexsu, we rospoid in grester detail
memmsm@mmwwmmmw
we foal, Melps 4o kexp this subject in perspestive. The snnewes
sot forth the pertinmt Cigwes, slong Witk s fow gwnarsl com-
nends. Mvioualy, the deta on the growth of GEP can be hendled
in $fTerent wys Cor purposed of couperisom, in the NIX, we

sonn using periods of agproximstely five years, Cur
eritics belleve that it would havu bees more spproprisde to cone
parae the Iast tuu or theee yoars with the tuo or Shree before
s, such coperison, thay axgue, engenders more optimiss absus
the future. But, az mestioned adove, sur conslugions 4o aot
rest eelupively or eves priomrclly on 8 simplistie amelysis of
onbe, because bodh the growkh rate for 1966 amd the prelimizary
196h amt 1963,

FOR THE BOARD OF NATIONAL ESTIMATES:

ABBOT SMITH
Acting Chairman
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The KIS statas thet sqgiregete GEP for Latin Amsrica has been in-
orensing st & declining rate (5.1%, 1951-1955; b.0¢, 1956-1950; b.5%,
3962~1966). Diffarent retes can be cbiained by selecting different
pericds. For smmple, the average griwth mste in 1961-1963 wee caly
&%m-m@m&mmmﬁ%mamwaﬁ
wmmgmmmmwmmm
be found in the 1050%a as wall. We & not beliove thet they favaii.
xts the thesis that the geuaral trend has been dowmmesd.

A closer look at the dwbn reveals that 1960 aad 1961 ware well
shove aversge years in Zatln Amerion, 1952 and especislly 1963 were
Poor years, 1964 and 1965 wore wnommlly good yeers, smd 1966 and
prcbsbly alse 1907 no better than sverege., These Cinctustions in
growth retes sypeer &0 be attributsble largely to fluctuaticas in
foreign trede and ¢ striong eyelica) movements in Argentisa. I3~
chuding Argentine, the changes 1s cverell growth retes axe smaller,
b Argenting 1s, after all e part of latin Asesics.

In any event the priscipal conelmsions of the HIR 45 nct depent
m%u&mﬁmafﬁﬁemtﬁsfwmmaleﬁaﬂm,w
e Judgments a8 o fibure yrospects are nok Wased on projecticna
of past growbh trends.
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Kraregs Amual Betes of Growth of GAP in Iatio Aserise

Ag-55 5.9
1956-60 5.8
196166 4.5 5.0
154143 3.8 b,6
186566 5.3 5.k
1560 .5 €.1
ighL Sed bt
bl 5.0 5.4
1963 2.5 3.3
1964 6.6 6.3

lsssy 5o k.6
J&’Ey b0 5.1

1967 Gprelininary) Lo Owh, 8 5, @54 5

8/ 1T countries

¥ e figures far e bave besa revised slightly sia.
B A T B it e e
merMW&ymsazm- 5, o tha
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e inflow of foreign Jspltal into labin Amerios (including
long and short-ters funds, seb oF repayoemts) in the 1960's Zluce
taated widely. The cversll trend agpears to be slightly upward
it Venspaela is included and oomatant if Venesuela is excluded,
Botwesn 1060 and 1563 private Lmg-ters iovestusnt was fallin: and
official loans sod grante ware riging, Thers was Soue recovery of
privade lovestzenk sod a slighh Dwrther rise in official ald in
196k, and woth privete invesbwent and officlal aid heve pochebly
beslm fRirly coustant since Shen,

# of Lovestamt lnoome (incluling interest on
offisial loans) from Letis Americe has incremsed stesdily durisg
tive 1060%s. For the ares 83 & Whole $bis outClow has excoeded

the net Laflow on capltel sxcount 2or every yesr aince 1960, (atil
1965 met inflow exeesdsd 0ot sutfiow, 1f Venewusls is excluded,
Siuce 1965, net outflow has sbout canght wp with net inflow, gyen
if Vonmmueia is exnluded.
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Latin America: Net Inflow of Capital Less Outflow of Profits, Dividends, and Interest

; .
(in millions of U.S. dollars)

1960 1961 1962 1963 1964
19 Excluding 19 Excluding 19 Excluding 19 Excluding 19 Excluding
. Republics Venezuela Republics Venezuela Republics Venezuela Republics Venezuela Republics Venezuela
I. Net inflow of :
capital a/ 1,188 1,339 . 1,176 1,597 936 1,467 756 1,098 1,457 1,488
of whichs
Private long-
tern, net 653 79 487 706 335 143 213 398 459 515
Official loans
I
and grants,
net b/ 181 239 530 568 526 529 834 844 874 848
II., Xet-cutflow of profits,
dividends, and interest
-1,193 - 6 -1,336 - 759 -1,448 - 818 -1,415 - 807 -1,634 - 982
III. Ket inflow of capital
less outrlow of . )
profits, dividends, e -
end interest (I -II) = 5 668 - 160 838 - 512 649 - 659 291 o= 177 506

2/ Gress inflow of leng- and short-term capital less repayments, short-term capital outflews, depreciation of foreign-owned fixed assets, and
direct investment outflows. In some years the sum of inflows of private long-term capital and official loans and grants exceeds the total
cshown because of a net outflow of short-term capital, For ‘the years 1965 and 1966, the Eotal net inflow of capital may be somewhat
overstated beczise of the probableexclusion of repayments of balance of payments loans and deferred import payments in the available data.

174 Non-compensatory lcans and grants. !

¢/ Includes profits end dividend payments, to foreign owners of capital in Latin America and interest payments on external public and

rivate debt, .
SOURCES: Data for 1960-6L derived from "Economic Survey of Latin America, 1965", UN-ECIA.
. Data for 1965-66 compiled from IMF, International Financial Statistiﬁi, Vol. XX, No. 6, August 196T.
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Latin America: Net Inflow of Capital Less Outflow of Profits, Dividends, and Interest
- P (continued)
1965 1966
19 Excluding 19 Excluding

Republicg Venezuela Republics Venezuela

'

I. Net inflow of

capital a/ 1,120 1,056. 1,46/ 1,434
of whichs
Private long-
term, net na na na na

Official loans
and grzats,
net b/ na na na na

II, Net outflow of grofits,
dividends, and interest
o 41,758 -1,042 41,913 -1,238

III. Net inflow of czpital
less outflow of
profits, dividends e
and interest (I-II) - 638 1 449 1%

C e BAime
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Many Latin dmericen goyornsents have sade & strong offort ¢o
imresse fax revamss. Coafrel govormsent tax wevenues hawve grown
parkedly in recent yeays even after allowieg for price changes, but
thare hag been only a alight jncrsase in the welic of $tax revenues
to (PP during 1961-1965, sa shewn below for latin America 8s a
ol e

Betic of tax revenws & CDP 12.5 12.6 2.9

B> aggremte dota sre avalleble for 1565 but preliminary figares
for a few countries iadicats o slight inevemss in the retic of tex
revanes 4o GDP. The radlon of $olal cential gowermmment rovesucs
{ineluding taxes and other collseti-ns) to GIP rose in Brasil from
10,55 in 1965 to 11.29 in 1966 end in Argestise from 7.1% ia 1955
&> 7.3% in 1966,
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